
 

 

 

Review Of Chapter I Funding 

ISSUE 

A review of Chapter I Funding and the impact of pending federal legislation. 

AFFECTED AGENCIES 

Local School Districts  

CODE AUTHORITY 

Federal Statute (H.R. 6 Reauthorization of the 1965 Elementary and Secondary Education 
Act)    

BACKGROUND 

Chapter I is the largest federally funded educational program and has been in existence over 
25 years.  Chapter I programs provide financial assistance to local school districts to provide 
educational opportunities to educationally deprived children at the preschool, elementary, and 
secondary school levels in high poverty areas.  Chapter I provided funding in FY 1994 of $6.3 
billion nationally, of which $46.0 million was allocated to Iowa.   

Chapter I programs are designed to help educationally deprived children in high poverty 
areas to succeed in the regular classroom, attain grade level proficiency, and improve 
achievement in basic and more advanced skills.  In Iowa, approximately 40,000 students are 
served by Chapter I programs involving approximately 1,100 staff.  The State of Iowa has 
been recognized at the national level for its Chapter I programs with 15 local districts 
receiving national recognition for excellence. 

Chapter I funds are distributed either on a statewide allocation or a county-by-county 
allocation with the choice of allocation system made by the state.  The statewide allocation 
(not used by Iowa) is based on the following 5 factors: 

• 1990 census data counting low income children ages 5-17 within a school district. 

• Aid for Dependent Children (AFDC) above federal poverty guidelines within a school 
district. 
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• Children living in foster care within a school district. 

• Neglected youth identified within a school district. 

• Delinquent youth identified within a school district.   

In Iowa, the distribution of Chapter I funds is on a county-by-county basis.  The federal government 
makes a basic allocation to each of Iowa's 99 counties  ($43.5 million in FY 1994).  Foster care, 
and neglected and delinquent grant amounts are taken off the top of county allocations based on 
federal formula counts.  The remaining basic allocation is distributed on a formula calculated by 
summing free lunch programs and low income counts and dividing by two.  A hold-harmless 
provision is in effect which guarantees that no county shall receive less than 85% of the prior year's 
allocation.  A concentration allocation is provided by the federal government for each county that 
has 15% or more of its enrollment defined as poverty students ($2.5 million in FY 1994).  

CURRENT SITUATION 

The federal legislation reauthorizing Chapter I funding for FY 1995 has passed Congress and has 
been sent to the President for signing.  The legislation potentially could reduce funding to Iowa by 
approximately $9.0 million over time (hold-harmless provision may cause the reduction to occur 
over a number of years).   

During Iowa's 1994 legislative session, the issue of moving from a county-by-county basis to a 
statewide allocation was discussed.  The State Department of Education (DE) indicated that to go 
to a statewide allocation system, AFDC data would have to be collected on a district-by-district 
basis (currently collected on a county-by-county basis).  The DE testified at hearings that the free 
lunch count used in the county-by-county system is .98 correlated to AFDC data on a county-by-
county basis.  A correlation of 1.0 indicates a nearly perfect correlation while a 0.0 indicates no 
correlation.  A .98 correlation indicates that the AFDC data and free lunch data result in the same 
distributions on a county-by- county basis.  The concern raised during discussions last year was 
that individual districts would gain from going to AFDC data on a district-by-district basis.  The DE 
did not contest this but indicated the impact between districts was minimal as depicted in 
Attachment I.  The current plan column shown in Attachment I is based on a county-by-county 
basis.    

ALTERNATIVES 

The alternatives available include: 

1. Maintaining the current county-by-county allocation system. 

2. Petitioning the federal Department of Education to go to the statewide distribution system 
and directing the Department of Human Services and the DE to collect AFDC data on a 
district-by-district basis. 

3. Petitioning the federal Department of Education to go to the statewide distribution system 
using free lunch data in place of AFDC data.  
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BUDGET IMPACT 

Total Chapter I funds available to Iowa would be unchanged under alternative 1 and 3.  The impact 
of alternative 2 is estimated to reduce Chapter I funds by $2.2 million.  The impact district by district 
is reflected in Attachment II.  It should be noted the columns reflecting the federal proposal were 
prepared prior to the final federal legislation and are not accurate.  The DE will provide updated 
numbers in November once the federal legislation is analyzed which will reflect the projected $9.0 
million reduction in Iowa Chapter I funding.  Also, the changes in funding going from a county-by-
county basis to statewide, AFDC, and free lunch are oversimplified in that the hold-harmless 
provision is not reflected.  The numbers in Attachment II reflect the long term impact upon a district.  
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